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ABSTRACT

The study investigates the relationship between human capital development proxies and
economic growth in Nigeria. The main motivation is to empirically determine if human capital
development proxies have the capacity to enhance economic growth. The study used annual data
from 1980-2019 and the variables are government expenditure on primary school enroelment,
goverment expenditure on secondary school enrolment, government expenditure on tertary
school enrolment, government expenditure on health services and real gross domestic product.
The study employed Unit Root test for stationarity, Auto regressive distributed lags (ARDL) to
Co-integration test and ECM test to determine the speed of adjustment from the short to its long
run equilibrium and looked at the trends analysis of the data in the model. Furthermore, pre-
diagnostic and post diagnostic test were carried out to estimate the variables. The log-linear
Ordinary Least Square result indicates that R? is 99 per cent and that given the F* value of
1560.036, the entire model is internally consistent. There is no auto-correlation in the model
since DW is 1.732938 and close to 2. The results shows that variables are integrated of order
1(0) and 1(1) thereby establishing that the variables are co-integrated. The ECM (t-1) value of -
51per cent shows that it is rightly signed and is able to correct, adjust and tie the short run
dynamics with the long run equilibrium with a speed of about six months. The post test results
reveal that Heteroskedasticity and serial correlation is not a problem in the model. The study
also discovers in addition some level of structural stability in the model using Cumulative Sum
(CUSUM) test. The study concludes that human capital development enhances economic growth
in the long run and recommends government wholistic re-focused attention on education sector
due to the productive link between human capital development economic growths.

KEYWORD: Human capital development, Economic growth, School enrolment, ARDL.
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INTRODUCTION

The twenty-first century has witnessed the transition from the production economy to the
knowledge economy, and there has been a paradigm shift in the way ‘assets’ are viewed with in
organisations (Ajadi and Adebakin, 2014). Traditionally, the long-held belief was that a firm’s
physical asset paved the way for economic success; however, as Becker describes ‘physical
resources explain only a relatively small part of the growth of income in most countries. From a
strategic management perspective, physical resources confer little advantage to organisations
because they can be bought and sold on the open market with ease. In a knowledge economy, it
is the intangible abilities and skills of the workforce and the knowledge inherent within the
organisations structures, routines, systems and processes which can contribute towards the
knowledge capital of the organisation (Eigbiremolen and Anaduaka, 2014). As a matter of fact,
Human Capital Development (HCD) plan offers a platform for developing and holding high
caliber talent necessary to attaining the inclusive goal of skills improvement in Nigeria. It
constitutes a stock of capabilities, skills, knowledge and personalities characteristics personified
in individuals which expedite their ability for the creation of personal, economic and social
values (Olalekan, 2014).The idea of human capital development talks about the abilities and
skills of human resources of a country, while HCD refers to the procedure for obtaining and
increasing the number of persons who have the skills, education and experience that are critical
for economic growth of a country’s economy (Mechrara and Musai, 2013). The Nigerian
educational economy has witnessed a paradigm shift within the last 2 to 3 years in a more
declining manner. The population’s exposure to the crescendos of a fluctuating educational
system in no small measure has produced changes due to the penchant for better educational
systems implanted with required skills. In line with above reasoning, qualification, skill,
knowledge and attitude of people will be the greatest impairment or spur to our economic growth
(Ehimare, Ogaga-Oghene, Obarisiagbon and Okorie (2014). To move the nation’s educational
pursuit to great height, there is necessity for partnership from the government and the private
sector involvement in the making of educational policies and putting into practice the policies
alongside its funding. The government should as a matter of urgent attention provide the
desirable spurs to be able to attract financial institutions to buoy up investment in HCD at all
stages of education. The above calls for tactical treaties with international donor organisations
for HCD improvement and to encourage literacy at all levels (Onyeagu and Okeiyika, 2013).

Statement of the Problem

The situation of education in Nigeria illustrates a gloomy picture. There are myriad of glitches
threatening educational system in Nigeria. Basically, Nigeria has 46 tertiary institutions which
are obligatory by law to provide for the educational needs of over 42 million Nigerian children
seeking for higher education year-in year out. Out of this number, only about less than 24 million
children are in primary school level and about 33.9 million children of secondary school age
while only 6.4million are in secondary schools (FSS, 2015). This assertion is nothing but the
nude truth of the level the system has diminished into and in view of the 2016/2017 and
2017/2018 jamb results pass rate of about 35%, indications posit poor quality of secondary
school graduates. The reason for the above scenario is rooted in the failure of the educational
system to fit towards meeting the developmental necessities of the nation. Being a multifaceted
problem, there is poor planning, mismanagement of funds and ceaseless strike actions by the
Federal higher institutions in Nigeria and as a consequence, system decay results there from.
Over the years, government has made strenuous efforts to put squared peg in a squared hole.
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Chains of reforms include restructuring and improving the quality of the educational system.
These initiatives include developing technical training centre to make educational products
serviceable in the economy. Additional strategies to compliments the above are educational
curricula alignment with requirements of employers, positioning technical education as key to
economic development, private sector involvement in education to complement government
effort, use of vocational training approaches to boost HCD and mass literacy programs to
improve adult literacy. Despite these laudable efforts initiated by the government to remedying
the rot in the educational systems at all levels, significant improvement has not been recorded. It
is against this background that the study is empirically set to investigate the impact of HCD on
economic growth. The objective of the study generally is to examine the impact of HCD on
economic growth and to verify if a long run link subsists among the variables.

Theoretical Literature Review

Modern debates on human capital development and economic growth have been surrounded by
three theories below.

Human Capital Theory:

The unique idea of human capital is traced back at least to Adam Smith in the 18th century. The
modern theory was simplified by Gary Becker, an economist and Nobel Laureate from the
University of Chicago, Jacob Mincer, and Theodore Schultz but the glory is more to Economist
Theodore Schultz who developed the term "human capital” in the 1960s to mirror the value of
human capacities. This theory shows how education leads to upsurge in productivity and
effectiveness of workers by snowballing the level of their mental skills. Theodore, Schultz, Gory
Bucker and Jacob Mincer introduced the notion that people invest in education so as to surge
their stock of human capabilities formed by merging innate abilities with investment in human
beings (Usman and Olure-Bank, 2019). Such investments include outlay on education, on- the-
job training, health, and nutrition. Conversely, the stock of human capital upsurges in a period
only when gross investment exceeds depreciation with the passage of time, with intense use or
lack of use. The delivery of education is seen as a productive investment in human capital, an
investment which the proponents of human capital theory considers to be equally worthwhile
than that in physical capital. Human capital theorists have recognized that basic literacy enhances
the productivity of workers low skill occupations. They further asserts that instruction that
demands logical and analytical reasoning provides technical and specific knowledge increases
the marginal productivity of workers in high skill or profession and positions. Besides, the
greater the provision of schooling society and accordingly, the greater the surge in national
productivity and economic growth.\

The Modernization Theory:

There were many advocates of Modernization Theory, such as, Walter Rostow, Lewis, Talcott,
and Lerner (1979). They all felt that the rest of the world needed to look to the Western model of
modernity and form their society like the West in order to advance. However, Modernization
theory originated from the ideas of German sociologist Max Weber (1864-1920), which
provided the basis for the modernization paradigm developed by Harvard sociologist Talcott
Parsons (1902-1979).This theory emphasis is on how education transmutes an individual’s
value, belief and performance. It lays more emphases on the capacity of modernization
institutions such as schools, factories, and mass media to inculcate modern values and attitudes
on the people. The attitude include openness to innovative idea, freedoms from traditional
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authorities, readiness to plan and evaluate more necessities and rising sense of personal and
social efficiency. Conferring to the modernization theorists, these normative and attitudinal
changes remain throughout the life cycle, perpetually altering the individual’s bond with the
social structure. The countless the number of people exposed to modernization institutions, the
greater the level of individual modernity reached by the society. As soon as a critical segment of
a population changes in this way, the hop of society’s modernization and economic growth fast-
tracks. Consequently, educational development through its effects on individual values and
benefits sets in motion the essential building blocks for a more productive workforce and a more
continuous economic growth.

The Dependency Theory:

Dependency Theory developed in the late 1950s under the guidance of the Director of the United
Nations Economic Commission for Latin America, Raul Prebisch. From then the Marxist
theorized it based on the dynamic world system that structures conditions for economic
transformation in both the core and periphery of the world economy. Definite features of the
world polity such as state fiscal power, degrees and regime domination and outside political
integration may add to economic growth in the emerging world.

Empirical Literature Review

This study by Usman and Olure-Bank (2019) examines the random effect of human capital
development on economic growth of ECOWAS member states for the period of thirty seven
years from 1980-2016, the measurement of random effect of human capital development on
economic growth of ECOWAS member countries encompasses World Development Indicator
and human capital index, four human capital variables are used, namely: expenditures on
education (EED), expenditures on health (EHE), gross domestic product (GDP) and school
enrolment (SCE), these variables were transformed to logarithm of base ten (10) to give more
robust estimates, the economic growth was proxied by GDP, which is dependent variable, the
empirical evidence is based on the Pedroni residual co-integration approach to test for the long-
run relationship among the variables, the findings show that there is positive and significant
relationship between GDP and government expenditure on education, expenditure on health and
school enrolment in the ECOWAS counties, the study concludes that human capital development
has an effect on economic growth in the ECOWAS region, the study is very relevant to the post-
2015 Sustainable Development Goals agendas for two fundamental reasons: (a) Exclusive
development is a critical policy syndrome in ECOWAS region where human capital
development is a key to attain the SDGs extreme poverty target despite enjoying more than two
decades of growth resurgence in some member states. (b) Growth in the region can primarily be
driven by high human capital with the population of member countries expected to double in
about 30 years, high investment on education and health for inclusive development is very
welcome. This is essential because studies have shown that the increase in human capital
development (resulting from increasing investment in education and health) would be enhances
economic growth and development

The study by Uduh and Chioma (2018) considered the influence of Nomadic education
expenditure and economic growth in Nigeria. The study made use of time series data on real
gross domestic product and total government outlay on Nomadic education from 1986 to 2014.
The study engaged ordinary Least Square (OLS) for long run relationship between the variables
and discovered that total government spending on Nomadic education has a significant effect on
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economic growth in Nigeria. The study concludes that there is need for the government to
increase her budgetary allocation to the nomadic education and other educational sector because
adequate investment in this sector will improve educational outcome and induce the nation
economic growth,

This study by Ogunleye, Owolabi, Sanyaolu, and Lawal (2017) employs the ordinary least
square regression analysis to examine the impact of human capital development on economic
growth of Nigeria, using annual time series date from 1981 to 2015. The empirical results show
that human capital development has significant impact on economic growth, as proxy by the
gross domestic product. In line with theory, the human capital development indicators namely
secondary school enrolment, tertiary school enrolment, total government expenditure on health
and total government expenditure on education exhibit positive and statistically significant
impact on economic growth of Nigeria which implies that these indicators are indispensable in
the achievement of growth in the Nigerian economy. However, life expectancy and primary
school enrolment exhibit a negative and statistically insignificant impact on economic growth of
Nigeria. The study concluded that the Nigerian government should ensure to allocate adequate
resources for the development of human capital in order to enhance economic growth in Nigeria.
The study also recommended that going forward the government and policy makers should
increase its total expenditure on education, ensure sufficient budgetary allocation on health
expenditure, and ensure a standard is set across all secondary and tertiary institutions in the
country so that proper human capital required for any individual to become productive and
economic growth is enhanced.

The study by Adenike and Sheriffdeen (2017) scrutinizes the interactive consequence of the link
between human capital investment components and economic growth in Nigeria for the period of
1986 — 2014. The study engaged secondary annual data on education expenditure, health
expenditure, real gross domestic product and gross capital formation gotten from the Central
Bank Statistical bulletin, 2014. The data were examined using Fully Modified Ordinary Least
Squares (FMOLS) procedure. The outcomes of the study exhibited positive and significant
association between the interactive effects of human capital components and growth in Nigeria.
The study in conclusion offered that the interactive effect of the human capital variables was also
in compliance with the theoretical proposition that upsurge in human capital will enhance
economic growth.

Osoba and Tella (2017)examined the interactive effects of the relationship between human
capital investment components and economic growth in Nigeria for the period of 1986 — 2014.
The study employed secondary annual data on education expenditure, health expenditure, real
gross domestic product and gross capital formation obtained from the Central Bank Statistical
bulletin, 2014. The data were analyzed using Fully Modified Ordinary Least Squares (FMOLS)
technique. The results of the study showed that there was positive and significant relationship
between the interactive effects of human capital components and growth in Nigeria. The study
concluded that the interactive effect of the human capital variables was also in conformity with
the theoretical proposition that increase in human capital will enhance growth as stipulated in the
modified Solow growth model

Ekesiobi, Dimnwobi, Ifebi and Ibekilo (2016) examined public sector education investment and
manufacturing output in Nigeria. The study employed Augmented Dickey-Fuller (ADF) unit root
test and Ordinary Least Square (OLS) technique to analyze the relationship between public
educational spending, primary school enrolment rate, per capita income, exchange rate, foreign
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direct investment and manufacturing output growth. The study revealed that public education
spending has a positive but insignificant effect on manufacturing output growth in Nigeria. They
recommended among other things, that government should target education spending in ways
that favour manufacturing industry growth

Lawanson (2015) investigated the relevance of educational and health components of human
capital to economic growth, using a panel data from sixteen West African countries over the
period 1980 to 2013. He employed Diff-GMM dynamic panel technique. The empirical findings
indicate that coefficients of both education and health have positive statistically significant
effects on GDP per capita. The paper affirms the strong relevance of human capital to economic
growth of West Africa. He recommended that increased resources and policy initiatives to
motivate and enhance access to both health and education by the population should be pursued
by policy makers

Jaiyeoba (2015) empirically examined the correlation between investment in education and
health in Nigeria, by means of time series data from 1982 to 2011. Trend analysis, the Johansen
cointegration and Ordinary Least Square approach were adopted. Findings empirically specified
a long-run connection between government spending on education, health and economic growth.
The variables used are health and education spending, secondary and tertiary enrolment rate and
gross fixed capital formation. Entire variables appear with the anticipated positive signs and are
internally consistent except government expenditure on education and primary enrolment rate.
Results of this work have robust consequences on education and health policies and bearing in
mind that they are of countless debate in the country. The study recommends that to fast-track
growth and set free Nigerians from the vicious cycle of poverty, policies by government should
be tailored in the direction of substantial investment in the education and health sectors.

The research study by Nwanne (2015) aimed at examining the effect of HCD on the growth of
Nigerian economy. Using co-integration techniques to investigate the effect of HCD and
economic growth in Nigeria, we observed that there is significant long-run connection between
HCD and economic growth in Nigeria. This is confirmed by the Johansen co-integration test.
The Vector Error Correction Model (VECM) shows that 1% increase in the government
expenditure on education, on the average, caused to 23.8% increase in GDP while 1% increase in
the government expenditure on health contributed 37.6% decrease in GDP.

Sulaiman, Bala, Tijani, Waziriand Maji (2015) investigated the impact of human capital and
technology on economic growth in Nigeria. They employed annual time series data for the
period of 35 years (1975-2010) and applied autoregressive distributed lag approach to Co-
integration to examine the relationship between human capital, technology, and economic
growth. Two proxies of human capital(secondary and tertiary school enrolments) were used in
two separate models. Their result revealed that all the variables in the two separate models were
Co-integrated. Furthermore, the results of the two estimated models showed that human capital
in form of secondary and tertiary school enrolments have had significant positive impact on
economic growth. More so, technology also shows significant positive impact on economic
growth. In a nutshell, both human capital and technologies are important determinants of growth
in Nigeria. Therefore, improvement of the educational sector and more funding for research and
development (R&D) to encourage innovations are needed to facilitate Nigeria’s sustained
economic growth.
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Borojo and Jiang (2015) analysed the impact of education and health (human capital) on
economic growth from 1980 to 2013 in Ethiopia. Human capital stock is proxy by primary,
secondary and tertiary school enrolment. Human capital investment is proxy by expenditure on
education and health. The Augmented Dickey Fuller test and Johansen’s Co-integration
technique were used to test unit root and to validate co-integration among variables, respectively.
Their study showed that public expenditure on health and education, primary and secondary
school enrolment have positive statistically significant effect on economic growth both in long
run and short run. In addition, physical capital has positive whilst inflation has negative effect on
economic growth. However, tertiary school enrolment has insignificant effect on economic
growth both in long run and short run. Based on their findings increasing primary and secondary
school enrolment is recommended. In addition, substantial amount of government expenditure
should be allocated towards health and education sectors to further increase contribution of the
sectors to economic growth.

Model Specifications

This study seeks to determine the impact of human capital development on economic growth in
Nigeria for the periods 1980-2019. To achieve this, a log-form of OLS regression model was
adopted for this work. The model for the study is specified as;

RGDP = f ( PGPE, SGEE, TGSE, HGEE ) (1)

Explicitly the above equation can be stated thus
RGDP = ¢, + ¢, pgee + ¢,sgee + g;tgse + ¢,hges + 1, 2)

The log-linear form of the model is stated as follows

Inrgdp = ¢, + ¢, In > pgee, +4,In > sgee, + ¢, In > tgse, +¢,In D" hges, + x,
t—1 t=1 t-1 t-1 (3)
Where

RGDP= Real gross domestic product, PGEE= government expenditure on primary school
enroelment,SGEE = goerenmt expenditure on secondary school enrolment,, TGSE =
government expenditure on tertary school enrolment, HGES = government expenditure on
health services.

¢, = constant
¢, — ¢, > 0 =coefficients of the explanator y variable s

4, = Error term

EMPIRICAL RESULTS AND ANALYSIS
PRE- DIAGNOSTIC TEST
TABLE 1. CORRELATION MATRIX TEST, 1981 -2017

RGDP HGSE PGEE SGEE TGSE
RGDP 1.000000 0.668958 0.441449 0.706060 0.778572
HGSE 0.668958 1.000000 0.055480 0.771037 0.667610
PGEE 0.441449 0.055480 1.000000 0.055721 0.051808
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SGEE 0.706060 0.771037 0.055721 1.000000 0.557560
TGSE 0.778572 0.667610 0.051808 0.557560 1.000000

Source: Author’s computation (E. View 9.0)

The correlation between HGSE and RGDP variables demonstrated a strong but positive bond of
about 66 per cent and it is in line with economic theory since an upsurge in HGSE leads to an
increase in RGDP in Nigeria. The correlation between PGEE and RGDP is positive and weak
and stood at about 44per cent. This is in line with economic theory and apriori expectations. The
correlation between SGEE and RGDP specifies that there is a strong but positive correlation of
about 70 per cent and is not in line with economic theory. The correlation between TGSE and
RGDP indicates a strong and positive correlation of about 77 per cent. Above all, there is non-
appearance of multicolliniarity since all the variables were less than 0.80 in their values as a rule.

Fig 1. Trends Analysis in Graph.
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Figure 1. Line Graph Human capital development (HCD)& Economic growth

Figure 1 shows the trends of HCD and other determining variablesfrom 1980 - 2019. The graph
designates that HCD and economic growth moves in the same trends from 1980-2019 within the
periods of review.

TABLE 2. UNIT ROOT TEST RESULT (ADF)

Augmented- Dickey Fuller Test
Variable | Levels First difference Order of
S integration
ADF Test Remar | ADF Test Remar
Stat critical k Stat critical k
value value
(5%0) (5%)
RGDP - - NS - -3.536601 | S 1(2)
1.422824 | 3.533083 4.570048
HGSE - - NS - -3.520787 | S 1(2)
3.319439 | 3.515523 5.333325
PGEE - - S - -3.513075 | - 1(0)
6.842335 | 3.508508 7.816283
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SGEE - - NS - -3.510740 | S 1(1)
1.470813 | 3.508508 8.519783

TGSE - - NS - -3.510740 | S 1(1)
0.590853 | 3.508508 7.074230

Note: ADF Tests for HyXt as 1(1) against H; Xt as 1(0)

Source: Authors’ computation (E.view 9.0)

From Table 2, the variables have a mix of integration i.e 1(0) and 1(1) using the ADF test to
determine the time series properties of the model. PGEE variable became stationary in levels
while others at their first differences thereby fostering the problem of spurious regression
associated with time series data. According to the Granger Representation theorem, when
variables are co-integrated, there must also be an error correction model (ECM) that defines the
short-run dynamics or adjustments of the co-integrated variables towards their equilibrium
values.

TABLE 3. UNIT ROOT TEST RESULT (P-P)

Phillip-Perron Test
Variabl | Levels First difference Order of
es integration
ADF Test Remar | P-P Stat | Test Remar
Stat critical k critical k
value value
(5%) (5%)
RGDP - - NS - -3.510740 | S 1(1)
0.357881 | 3.508508 5.464532
HGSE - - NS - -3.510740 | S 1(1)
0.975027 | 3.508508 7.159627
PGEE - - S - -3.510740 | - 1(0)
6.842702 | 3.508508 46.24826
SGEE - - NS - -3.510740 | S 1(1)
1.166516 | 3.508508 10.95352
TGSE - - NS - -3.510740 | S 1(1)
0.697775 | 3.508508 7.150803
Note: P-P Tests for HoXt as 1(1) against H;Xt as 1(0)

Source: Authors’ computation (E.view 9.0)

From Table 3, the variables have a mix of integration i.e 1(0) and 1(1) using the P-P test to
determine the time series properties of the model. PGEE variable became stationary in levels
while others at their first differences thereby fostering the problem of spurious regression
associated with time series data.

TABLE 4, ARDL CO-INTEGRATION TEST RESULT

Dependent AIC Lags F -statistics F Prob. Outcome
Variable

Log(RGDP/HGSE | (1, 0) 38.29762 0.000000 Co integration
Log(HGSE/RGDP) | (1, 0) 38.29762 0.000000 Co integration
Log(PGEE/RGDP) | (1, 0) 0.141750 0.065190 No Co integration
Log(SGEE/RGDP) | (1, 0) 3.230144 0.084921 No Co integration
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Log(TGSE/RGDP) | (1, 0) | 20.78446
ARDL results shows 3 Cointegrrrating equation
Lower Bounds = 3.23

| 0.000000 | Co integration

| Upper Bounds = 4.89

From Table 4, ARDL Co-integration test is used to identify the co-integrating relationship
among the variables. The null hypothesis of no co-integration is rejected at 0.05 levels for 3 co-
integrating equation. The ARDL test indicate that there is 3 co-integrating equation between the
variables at 5 per cent level of significance. Hence, a long run equilibrium relationship is
established between these variables and the hypothesized fundamentals for the period under
consideration, 1980 - 2019.

TABLE 5. ECM PARSIMONIOUS RESULT

Variable Coefficient Std. Error t-Statistic Prob.
C 97538.89 725642.9 0.134417 0.8938
D(HGSE) 11.46098 2.775101 4.129934 0.0002
D(PGEE) -1.299986 37591.09 -2.345823 0.0313
D(PGEE(-1)) -6.906473 37218.73 -3.185564 0.0037
D(SGEE(-1)) 7.447463 6.605030 1.127544 0.2664
D(TGSE(-1)) 3.203831 3.546460 2.903388 0.0319
ECM(-1) -0.516227 3481079. -2.579196 0.0258
Adj. R = 0.724717; DW = 1.830812; F* = 3.840787

Source: Authors’ computation (E.view 9.0)

The error correction term, ECMt-1, was significant at 5% with a high feedback of 51%. It is also
negatively signed, showing that the adjustment is in the right direction to restore the long run
relationship. This confirms also that any disequilibrium in the short run can be fixed back with a
speed of 30% in the long run and statistically significant since t* value is -3.358469. Further, it
discovered that, the (ECMt-1) approximately with the first quarter of the year and a day to
correct the errors in the short runs to its long run. The result suggests that 1 per cent increase in
government expenditure on health in current year causes an increase in the real gross domestic
product by 11.46098 per cent. It equally impacted on real gross domestic product significantly
with a t* value of 4.129934. The results suggests again, that 1 per cent increase in government
expenditure on primary school enrolment in current year causes a decrease in the real gross
domestic product by -1.299986 per cent but impacted on real gross domestic product
significantly with a t* value of -2.345823. The lagged year coefficient value is -6.906473 and the
t* value of -3.185564 indicates its internal consistency at 5 per cent. once more, 1 per cent
increase in government expenditure on secondary school enrolment in the lagged year tends to a
increase the real gross domestic product by 7.447463 per cent but did not impact on real gross
domestic product significantly with a t* value of 1.127544. The coefficient of the lagged year
value of government expenditure on tertiary education enrolment is 3.203831 indicating that |
per cent increase in government expenditure on tertiary education enrolment by 2.903388 per
cent increases real gross domestic product. The t* value of 2.903388 indicates its internal
consistency at 5 per cent.
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TABLE 6. MULTIPLE REGRESSIONS AT LOG-LINEAR. LOG(ECONOMIC

GROWTH)

Variable Coefficient Std. Error t-Statistic Prob.

C -0.475167 0.581683 -0.816884 0.4185
LOG(HGSE) | 3.062713 0.756641 4.047776 0.0002
LOG(PGEE) | 0.040168 0.053846 0.745972 0.4597
LOG(SGEE) |-1.095248 0.307302 -3.564083 0.0009
LOG(TGSE) | -0.905548 0.465710 -1.944444 0.0584
R2 =0.993156; F* = 1560.036; DW = 1.732938; AIC = 0.337519; SC = 0.532435

Source: Computed Result (E-View 9.0)

From Table 6, the R?value is0.993156 or 99 per cent. This implies that the systematic variation
in real gross domestic product is caused by the independent variables used in the model. The
remaining 00.7 per cent is subsumed into the error terms. The AIC and SC values are 0.337519
and 0.532435 respectively. The implication for this result is that it can be amenable for policy
formulations and implementations within the review periods. The model is entirely, statistically
significant given the F* value 0f1560.036. The Durbin —Watson test indicated that absence
positive first order serial correlation in the model with a value of 1.732938.The log coefficient of
HGSE is 3.062713 per cent meaning that 1 per cent increase in HGSE implies an increase in
RGDP. The relationship is rightly signed and in line with economic theory and internally
consistent at 5 per cent level. The log coefficient of log credit to PGEE is 0.040168 per cent
meaning that 1 per cent increase incredit to PGEE implies an increase in RGDP. The relationship
is rightly signed and in line with economic theory and internally inconsistent at 5 per cent level.
The log coefficient of SGEE is 0-1.095248 per cent meaning that 1 per cent increase SGEE
implies a decrease in RGDP. This is not in line with economic theory but exhibited internal
consistency at 5 per cent level. The log coefficient of TGSE per cent meaning that 1 per cent
increase in TGSE implies a decrease in RGDP by -0.905548. This is not in line with economic
theory and equally shows that it is internally inconsistent at 5 per cent level.

Post Estimation Test
The Test of Structural Stability of the Model

The stability test carried out displays that all the variables are stable since the CUSUM and
within 5 per cent critical bound for stability as can be seen in fig 1.

Fig 1. CUSUM test
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CONCLUSION

The study investigates the link between HCD and economic growth in Nigeria from 1980-2019.
The results indicates that expenditure on health and primary school enrolment had positive
relationship with economic growth. Emphasis should be placed on the health secor and the
primary school enrolment. The minute we get it right from the primary stage, the secondary and
tertiary level would be taken care off. The availability of skilled HCD is essential to fashioning
and sustainable nations. There is an instant necessity to improve the skills of the current
workforce and a medium to long term need to improve a continuous channel of quality human
capital for the Nigerian state. This will be contingent on the restructuring of the collapsing
educational and institutional structures in Nigeria.

RECOMMEDATIONS

I.  Funding of education in nigeria should be done with a re-focused attention. This is
because of the positive relationship education has with economic growth.

ii.  Health workers and the labour force agitations sholud form the focal point of
government activities as increased funding will in no small measure attract better
performance in the sector.

iii.  The international bench mark on education as matter of urgency should be strived
at by th government. This will to redccue incessant and unnecessary strike actions
by labours.
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ABSTRACT

The article is devoted to the issues of reforming accounting based on the achievements of world
practice, in particular, international financial reporting standards. The article proves the
relevance of studying the current state of the accounting system and identifying trends in its
development. Recommendations on priority areas for further reforming accounting and financial
reporting based on international standards were formulated.

KEYWORDS: Financial Reporting, Harmonization, Convergence, International Financial
Reporting Standards, National Accounting Standards.

INTRODUCTION

The purpose of the research is to study the accounting and financial accounting system in
companies in the context of the application of international financial reporting standards, to
identify the most pressing and significant problems associated with their use, to determine the
main directions and recommendations for its improvement. The object of the research is the
system of financial accounting in the context of the application of international standards, the
subject of the research is the ways of regulating the system of accounting and financial
accounting. The research method is analysis, system approach, comparison method,
generalization. Scientific research problem: in the context of the convergence of national
accounting and international standards, it becomes necessary to identify and eliminate
methodological and practical differences between them, to determine rational ways to assess the
basic elements of financial reporting.

MATERIALS AND METHODS

In a globally integrated economy, links are established between business entities, banks and
other financial corporation’s from different countries. Participants in these relationships need to
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understand their accounting. Otherwise, the possibility of economic relations between the
participants in the global economy is lost. And this obliges the subjects of international
cooperation to prepare financial statements based on principles and rules that do not oppose each
other.

In this regard, in 1973, the International Accounting Standards Committee (IASC - International
Accounting Standards Committee) - (IASB) in order to form the accounting principles used in
the preparation of financial statements [1, 15].

The main goal of the IASB is to create universal financial reporting standards suitable for all,
taking into account the best practices for preparing financial statements from all countries of the
world, as well as finding ways to implement them into practice by improving them. Currently,
more than 40 such standards have been developed and put into practice, including International
Financial Reporting Standards (IFRS), which are a reliable and comparable basis for assessing
the financial performance and financial position of a company. The main reasons for the
appearance of IFRS in the national financial system of the Republic of Uzbekistan were the
desire to show the transparency of the activities of domestic companies, the willingness to enter
the international level. In the Republic of Uzbekistan, there are national accounting standards
(NAS), the development and adoption of which allowed solving a number of problems in the
accounting and financial reporting system. There is a gradual convergence of national accounting
and reporting standards and IFRS. Currently, some of the NAS standards are already fully
compliant with IFRS, some are not yet at all.

Table 1 below shows a comparison of IFRS and NAS [2] documents.

TABLE 1 COMPLIANCE TABLE OF INTERNATIONAL FINANCIAL REPORTING
STANDARDS WITH NATIONAL ACCOUNTING AND REPORTING STANDARDS OF
THE REPUBLIC OF UZBEKISTAN

IFRS NAS
NAS Ne 1 "Accounting policy and financial
reporting";

IAS 1 Presentation of Financial Statements. NAS No. 3 “Report on financial results”;

NAS No. 14 "Statement of Equity";
NAS Neo 15 "Balance sheet".

IAS 2 Inventories. NAS Ne 4 "Inventories".
IAS 7 “Statements of Cash Flows”. NAS No. 9 "Statement of cash flows".
IAS 8 Accounting Policies, Changes in Estimates | NAS Ne 1 "Accounting policy and financial
and Errors. reporting".

NAS Ne 16 "Unforeseen circumstances and
IAS 10 Events after the Balance Sheet Date. events of economic activity occurring after the

date of the balance sheet"

NAS No. 17 “Contracts for capital

IAS 11 Construction Contracts. .
construction

IAS 12 Income Taxes. Absent
IAS 16 Property, Plant and Equipment. NAS Ne 5 "Fixed assets".
IAS 17 Leases. NAS No. 6 "Lease accounting".
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IAS 18 Revenue.

NAS Ne 2 "Income from core business".

IAS 19 Employee Benefits.

Absent

IAS 20 Accounting for Government Grants and
Disclosure of Government Assistance.

NAS No. 10 "Accounting for government
subsidies and disclosure of government
assistance"

IAS 21 The Effects of Changes in Foreign
Exchange Rates.

NAS No. 22 "Accounting for assets and
liabilities denominated in foreign currency".

IAS 23 Borrowing Costs.

Absent

IAS 24 “Related Party Disclosures”.

Absent

IAS 26 “Accounting and reporting by retirement
benefit plans (retirement benefit plans)”.

Absent

IAS 27 Consolidated and Separate Financial
Statements.

NAS Ne 8 "Consolidated financial statements
and accounting of investments in subsidiaries”

IAS 28 Accounting for Investments in

. Absent
Associates.
IAS _ 29 _ Flnancu_:ll Reporting N @) Apsent
Hyperinflationary Environment.
IAS 31 Interests in Joint Ventures. Absent
IAS 32 Financial Instruments - Presentation. .NAS No. ,,12 Accounting for financial

Investments

IAS 33 Earnings per Share. Absent
IAS 34 "Interim Financial Reporting". Absent
IAS 36 “Impairment of Assets”. Absent

IAS 37 “Provisions, Contingent Liabilities and
Contingent Assets”.

NAS No. 16 "Unforeseen circumstances and
events of economic activity that occur after the
date of the balance sheet."

IAS 38 Intangible Assets.

NAS Ne 7 "Intangible assets";
NAS No. 11 "Expenditures on research and
development".

IAS 39 “Financial Instruments - Recognition and | NAS Ne 12 "Accounting for financial
Measurement”. investments".
IAS 40 Investment Property. Absent

IAS 41 Agriculture.

NAS No. 4 "Inventories";
NAS Ne 5 "Fixed assets".

IFRS 1 “First Adoption of International Financial
Reporting Standards”.

Absent

IFRS 2 Share-based Payment.

Absent

IFRS 3 Business Combinations.

NAS Ne23 "Formation of financial statements
in the implementation of reorganization.”

IFRS 4 Insurance Contracts.

Absent

IFRS 5 Non-current Assets Held for Sale and
Discontinued Operations.

NAS No. 3 "Statement of financial results".
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IFRS 6 Development and Evaluation of Mineral

Absent
Resources
IFRS 7 Financial Instruments - Disclosures. NAS Ne ..12 "Accounting  for  financial
Investments".
IFRS 8 Operating Segments. Absent
Absent NAS Ne 19 "Organizationandinventory".
NAS No. 20 “On the procedure for simplified
Absent accounting and reporting by small and private
businesses”.
NAS No21 "Chart of accounts for accounting
Absent of financial and economic activities of

business entities."

In general, the conceptual basis for the preparation of financial statements in the Republic of
Uzbekistan, both in accordance with national and international standards, do not contradict each
other. But there are significant differences between the standards of the two systems associated
with the style of their presentation, the volume of the text and explanations.

Using the example of the presentation of financial statements, let us consider the differences
between international standards and national standards of the Republic of Uzbekistan (Table 2).

TABLE 2 DIFFERENCES BETWEEN INTERNATIONAL FINANCIAL REPORTING
STANDARDS AND NATIONAL ACCOUNTING STANDARDS OF THE REPUBLIC OF

UZBEKISTAN [4], [5]

Comparable actions,
indicators, reporting

International Financial
Reporting Standards

National
Standards

Accounting

Presentation of financial statements

Reporting structure

International Financial Reporting
Standard (IAS) 1 "Presentation
of Financial Statements” does
not establish a standard reporting
structure, but contains a
minimum list of items

National accounting standard
NAS Nel "Accounting policy
and  financial  reporting",
prescribes a certain form of
reporting. When  entering
additional details and
information in the financial
statements, the structure (line
codes and columns) of the
balance sheet, the statement of
financial results, the statement
of equity capital, the statement
of cash flows must be
observed

Statement  of  financial
position (balance sheet)

The company may reflect assets
and liabilities in order of their
liquidity, and not broken down
into current and long-term, only
if this provides reliable and more

In the balance sheet, assets
and liabilities should be
divided into current and non-
current

South Asian Journal of Marketing & Management Research (SAJMMR)

https://saarj.com




SAJMMR
ISSN: 2249-877X

Vol. 11, Issue 2, February 2021,

Impact Factor: SJIF 2021=7.642

relevant information

Income statement

Companies can present expenses
by function (cost, selling
expenses; administrative
expenses; other expenses) or by
content (salaries, depreciation,
rental expenses, etc.). However,
if a decision is made to reflect
expenses by function, then in the
notes to the financial statements
it is necessary to disclose
information on the content

Costs categorized by function

Income classification

Generally, income is classified
into:

- revenue;

- other operating income;

- income from participation in
capital;

Income is classified into:
- revenue;
- income
activities;
- for financial activities;
- extraordinary profit;

from operating

and negative exchange rate
differences or gains and losses
arising on financial instruments
from the sale of non-current
assets, etc.

- financial income - netprofit.
Organizations present gains and
losses arising from a group of
Offsetting profit and loss S|m_|lar transactions on a net The final financial result
basis, that is, they offset positive .
(profit and loss) for all

transactions is presented on a
gross basis

Cash flow statement

Standard titles for article groups
are provided. Only general
guidelines for reporting are
offered. The report is drawn up
directly or indirectly. In practice,
the indirect method is more
common.

Cash flow statements are
prepared using direct and
indirect methods. In practice,
the direct method is more
common.

RESULTS AND DISCUSSION

The transition to international financial reporting standards provides companies with significant
benefits. Among the main ones are the following:

1. Possibility of access to international capital markets and fundraising.

2. Provides clarity for foreign investors. As a result, confidence from foreign investors has

increased.

3. Access to the IPO (Initial Public Offering). As a result - attraction of investments, attraction of

highly qualified specialists.
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4. Legal requirement to submit financial statements in accordance with IFRS requirements.

At this stage, work continues on the harmonization of national accounting standards in
accordance with IFRS. In the Republic of Uzbekistan, on February 24, 2020, Presidential
Resolution No. 4611 "On Additional Measures for the Transition to International Financial
Reporting Standards™ was issued, providing for a fundamental revision of the process of
implementing IFRS based on [3]:

- Voluntary transition to IFRS;

- a mandatory transition to IFRS from 2021 for a certain list of legal entities of public interest
(joint stock companies, commercial banks, insurance organizations, legal entities classified as
large taxpayers).

In order to further improve financial reporting in the context of applying international standards,
it is necessary:

1. Maintenance of accounting records and preparation of financial statements based on IFRS,
with the exception of legal entities, for which the legislation provides for an earlier period of
transition to IFRS;

2. Ensuring a sufficient number of accounting staff who have successfully passed the subject
"Financial reporting in accordance with IFRS" as part of the international certification of
accountants or one of the certificates "Certified International Professional Accountant (CIPA)",
"Certified Chartered Accountant (ACCA)", " Certified Public Accountant (CPA) “and*
Diploma in International Financial Reporting (DipIFR) .

Carrying out further harmonization of national accounting standards in accordance with IFRS.

4. Training in IFRS for employees of the Ministry of Finance, the State Tax Committee, the
Agency for State Assets Management, the Agency for the Development of the Capital Market
and other interested government bodies in accredited training centers.

5. Introducing into the educational process updated curricula in the disciplines "Accounting™ and
"Audit" in the areas of bachelor's and master's degrees, providing for in-depth study of IFRS.

6. The introduction of an effective certification system in accordance with IFRS based on the best
practices of developed countries will lead to a further expansion of interaction with
international organizations in the field of accounting. The International Association of
Chartered Certified Accountants (ACCA and others) to disseminate the successful world
practice of training specialists in the field of IFRS, including the phased international
accreditation of non-governmental educational organizations for retraining and advanced
training in the field of accounting and audit.

CONCLUSION

Thus, the development of the accounting and financial reporting regulation system should be
aimed at building such a model that would take into account the interests of all stakeholders,
reduce costs and increase the efficiency of regulation. This model should be based on a reasonable
combination of the activities of state authorities and the professional community (professional
public associations and other interested public). Also, the implementation of the above measures to
further reform the accounting and financial reporting system in Uzbekistan based on international
standards will significantly increase the role of the accounting system in the modernization and
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liberalization of the national economy and, ultimately, will lead to an increase in the standard of
living of the active population of our republic.
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ABSTRACT

Analyzing development processes of providing household goods and computer repair services to

the population of the region, the sequence of choosing and modeling the main factors which
influence their development are represented through simulation schemes in this article.
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INTRODUCTION

Over the past 30 years, the issues of empirical modeling, the information technologies’ influence
on the activities of the service sector and the optimal management of the economic system of the
territory have received much attention in the scientific works of foreign and domestic scientists.
Of the foreign scientists in this field, the research was conducted by an English economist
M.Keynes and one of the Russian scientists V.M. Granberg[5; 14], but the research of scientists
of our country has studied some aspects of optimal regulation of the economic system of regions.
In particular, the theoretic and methodological aspects of the complex and proportional
development of the territories were considered in the works of B. Ruzmetov[15]. Despite many
years of research, the issue of accurate forecasting of the development of the economic system
remains relevant.
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The spread of digital technologies in Uzbekistan today is reflected in the" strategy of action on
five priority areas of development of the Republic of Uzbekistan in 2017-2021", presented in
Annex 1 to the Decree of the President of the Republic of Uzbekistan dated February 7, 2017
No. 4947, which States that"by expanding the scale of modernization and diversification of the
regional economy, social growth will be ensured - accelerated development of comparable
districts and cities by reducing differences in the level of economic development and, above all,
improving the quality of public services".

In the implementation of these tasks, in terms of further deepening reforms, " ... in the future,
there should be important tasks for the comprehensive development of not only the basic sectors
of the economy, but also, above all, the regions, ensuring the vital interests of all citizens of the
country and increasing their incomes»[1; 2].

1. Methods

Interest in regressive complex-numerical econometric models and complex-numerical variable
functions with statistical observation arose in the 50-60s of the XX century. G. N. Tavares and L.
M. Tavares in their research they also focused in this direction. Only in 2004, the Russian
economist scientist S.G. Svetunkov for the first time created the theory of constructing complex
numerical econometric models[16; 17; 18; 21]. This marked the beginning of the formation of an
integrated digital economy. As noted in the studies of A.A. Afanasyeva, O.S. Ponomareva. and
G.B. Kleiner "such production functions as describing the influence of production resources on
the result of production, help to solve many practical issues. Media and technology can reduce
the cost of internal governance in the industry. In his works, P. David[7]. argues that information
technologies are "General-purpose technologies”. Harvard Business School professor G. Love
man [8] .

The complexity of public service systems (systems based on the use of information technologies)
requires taking into account the specifics of digital technologies. It is responsible for intelligent
processing of information about changes in the state (efficiency) of complex objects and
provides the choice of management decisions[3; 4].

1. RESULTS AND DISCUSSION

Empirical methods do not negate simple, traditional methods, but help to further develop them
and to analyze objectively variable outcome indicators through other indicators.

The real object is presented in the form of two systems: control and controllable (control object)
in econometric modeling of the development of service sectors, in the description of
management processes.

Using Figure 1. gives opportunity to accept analytical or imitation approaches which are
developed in the form of appropriate language for modeling continuous systems or using analog
and hybrid computational techniques in forming the process of continuous-determined S systems
activity and evaluating their basic characteristics.
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It gives opportunity not only in-depth analyzing service sectors, but also discovering their
unexplored new laws. They can also be used to predict the future development of service sectors.
It facilitates mental work along with the automation of computational work, creates the
opportunity to organize and manage the work of personnel of service sector on the scientific
basis.

It should be noted that the attitude of the population to the service sector is formed in the
conditions of social ownership to production tools, a single centralized system of economic
movement, limited economic independence of enterprises.

In the condition of market economy, service enterprises operate in a variety of forms of
ownership, full economic independence and competitiveness. This market involves the flexible
use of different methods of house holding management and the choice of econometric models of
service, in this case, it creates opportunity for rapid adaptation to changes in the external
environment in a competitive environment.
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Our goal consists of analyzing the service sectors in the region and improving its models.

First of all, modeling gives opportunity to express a large and complex system using a simple
model. The process of providing services to the population is a very complex system. It can be
expressed through a systematic analysis scheme.

The mechanism of public service can be described graphically. Of course, this creates many
problems. The wide field is created for making experiments with the structure of the
econometric model of public service sectors. We can determine the most optimal state of activity
of service enterprises by changing several times the parameters of the model. We can experiment
on electronic computing machines through this model and then we can apply it in life.

Experimenting on real objects can lead to many mistakes and huge costs. The service sectors
will be studied and analyzed in detail in order to create a model. After the model is created, it can
be obtained new information about processes of service sectorwith using it. Thus, the process of
service sector becomes a continuous process.

A systematic methodology of complex problems in the field of services is developed on 